Activity and employment rates for immigrant women in Italy display a great variability across ethnic groups. These differences do not solely depend on the individual characteristics, but they remain significant even after conditioning for skill level or potential experience. The aim of this paper is to assess whether this fact is due to a voluntarily decision (i.e. large reservation wages by the immigrants) or to an involuntarily process (i.e. the labour market evaluation of their skills is low), by estimating the reservation wages for each working and not working individuals in the ISMU dataset. Our results show that there exists a huge heterogeneity in the reservation wages across ethnicities, but the low activity and employment rates for certain national groups do not depend on a voluntarily decision.
Introduction

1
Immigrant labour force gives an essential contribution to the growth and development of most of the European Union countries. Immigrants' economic integration in the host country labour markets actually represents a necessary condition for the achievement of the Lisbon targets of full employment and sustainable growth in the European Employment strategy. However, although labour market integration for immigrant men is well documented, gender differences in the partition of the family burden may often play an important role in the immigrant female labour supply. Indeed, cultural background may actually constitute a crucial variable for the female decision to participate and this may be an explanation for the great variability across ethnicities of activity and employment rates.
The aim of this paper is to assess the impact of cultural background on the women decision to participate to the labour market. In particular, we investigate the existence of significant inter-ethnical differences in the female reservation wage, which represents a crucial variable in describing the individual's evaluation of her time spent at home. We take into account a number of confounding factors like the presence of relatives at the moments of the entry in the host country or the entry mode in Italy.
To do so, we make use of an extremely rich database collected by the nongovernmental organization ISMU (Iniziative e Studi sulla Multietnicità − Initiatives and Studies on Multiethnic Society) from surveys of immigrants from the least developed, emerging and transition countries residing in the region of Lombardy in the North-West of Italy. The fact that the interviews are collected in the same (relatively small) area of Italy is particularly useful for our analysis. Surveyed women actually face the same labour market conditions; moreover, given Italy's recent tradition in immigration, they are most likely to preserve their ethnical attitudes with respect to the labour market participation. 1 We wish to thank Prof. G. Blangiardo, of ISMU, for kindly providing the dataset. We are also indebted to Federico Cingano and the participants to the Seminario di Analis Economica Territoriale (Bank of Italy, Rome, December 2008). The views expressed are the authors' own and do not necessarily reflect those of the Bank of Italy. Usual disclaimers apply. E-mail: antonio.accetturo@bancaditalia.it, luigi.infante@bancaditalia.it International evidence on this topic is quite rich. By estimating the probability to work between natives and immigrants and disaggregating by gender in Germany, Constant et al. (2007) finds that cultural background greatly impacts on the labour market participation. Zaiceva and Zimmermann (2008) find a similar result for the UK by using the British Time Use Survey. Bevelander and Groeneveld (2007) report significant lower labour supply by Caribbean and Mediterranean women with respect to Dutch natives after controlling for individual characteristics. Adsera and Chiswick (2007) account for similar results for 15 European Union countries. In general, female employment rates of all ethnic minorities are much lower than for white natives, especially at the bottom of the husband's income distribution (Dustmann and Fabbri, 2005) , a result generally attributed to culture and religion.
By focusing on reservation wages rather than employment opportunities, our results
show that culture have a low impact on the decision to work by immigrant women in Lombardy. We show that low activity and employment rates for certain ethnic groups (mainly, Arabs and central Asian) are involuntarily since reservation wages are not significantly larger than those of our reference group (i.e. women coming from the New Member States of the European Union, those who display the larger employment rates). This result is obtained by estimating on the economic evaluation of the time spent at home rather than on the probability to be employed. We deem this methodology be more correct since it is able to disentangle the effects of labour demand from those of the labour supply. Individual's labour supply depends indeed on three economic factors: the expected wage in the labour market, the probability to be employed and the subjective evaluation of the time spent at home (reservation wage). When we focus just on the probability to be employed, we concentrate on the final outcome of the individual decision, while a more precise assessment of the labour supply effects is obtainable only by estimating the reservation wages for all ethnic groups.
The paper is organized as follows. Paragraph 2 describes the ISMU dataset and some of the descriptive statistics. Paragraph 3 explains the most relevant econometric issues, like the estimation of the reservation wages and the robustness checks. Paragraph 4 shows the results. Paragraph 5 concludes the paper. Appendix 1 shows a simple exercise in which we estimate wage inter-ethnical differentials for working individuals.
Data
Since 2001, the ISMU has conducted a yearly survey across immigrants living in Lombardy. The individuals surveyed (slightly more than 8,000 each year) are chosen according to a multi-stage design (see Blangiardo, 1993 and, for a brief description of the dataset Accetturo and Infante, 2008) . To account for this possibility, we present some estimates on the willingness to work by ethnic groups conditional on individual characteristics. By using a probit estimator, we model the probability of being active as a function of the individual characteristics of the worker such as: schooling, potential experience, years since migration, marital status, number of children below and above 18 years old, a full set of dummies for country of origin, religion, province of residence and years.
These estimates ( These figures seem to suggest that inter-ethnical differences do not solely depend on individual characteristics but they are likely to be influenced by individual incentives for the labour market participation. In the remaining part of the paper, we evaluate whether there exist differences in the reservation wages, i.e. in the individual's evaluation of her time spent at home.
Econometric issues
The estimate of the reservation wage: an econometric approach
Although the reservation wage is a crucial variable in the neoclassical theory of labour supply, there is still an opened discussion on the best modality to estimate it. Many national labour force surveys (e.g. in the US, Netherlands, Germany, UK etc.) usually include selfreported reservation wages, whose reliability, however, is widely debated. As shown by Burdett and Vishwanath (1988) and Hofler and Murphy (1994) , self-reported reservation wages are often biased and they are usually inconsistent with the actual behaviour of a worker. 5 This bias calls for alternative methods, which are more linked to standard search theory and the revealed preferences of a worker in the labour market (see, for a survey, Boheim, 2002) . This paper follows the econometric approach proposed by Mohanty (2005) .
We assume that a worker would participate to the labour market only if the wage she expects to receive in the labour market exceeds her reservation wage. This implies that there exists a unique relationship between the individual's reservation wage and her hypothetical market wage, and these two factors determine the labour market participation. By following this logic, this model uses a methodology based on standard bivariate decision model of Meng and Schmidt (1985) and Tunali (1986) . Reservation wages are computed in three steps.
In the first stage, we calculate the latent variables which determines the participation decision by estimating these two equations:
(1)
by a bivariate probit with partial observability. The choice of the bivariate probit technique is particularly useful for our analysis since it allows us to take into account discouragement effects in the labour market, in which the activity status is often correlated with the hardship a worker faces in finding a job. Operationally, we include in x 1ij a set of variables aimed at capturing all the economic and cultural determinants for the labour supply like schooling, potential experience, religion, number of children below and above 18 years old, marital status and a set of time dummies. x 2ij includes, instead, all the possible personal characteristics which are likely to influence the employer's willingness to hire individual i:
school, years spent in Italy so far, dummies for country of origin (a proxy for the compatibility to the Italian labour market), time and spatial dummies.
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In the second step of the analysis, we estimate a wage equation for the employed only using a correction for the self-selection bias in the participation to the labour market: . φ and Φ represent, respectively, the density and the cumulative function of a standard normal distribution, while ρ (rho) is the correlation of the error terms in the bivariate probit. x 3ij includes a number of characteristics which are likely to influence the labour market performance of each individual: schooling, potential experience, years since migration, working conditions dummies (part-time, tenured etc.), country, spatial and years dummies.
In the third step we compute the reservation wages. In particular, taking anti-logs of the predicted values 7 of eq. (3) (which actually represents the expected market wage conditional on the individual characteristics) and subtracting the predicted values of eq. (1) (which is the latent variable of the first equation of the bivariate probit analysis and it describes the choice variable for the labour market participation) for all the individuals in the sample, we obtain an estimate of the reservation wage.
Inter-ethnical differences and robustness
After computing the reservation wages, we test whether they systematically differ across nationalities. We calculate the percentage differences between each group and our reference cluster (NMS women) in two specifications. In the first, we use unconditional means (i.e. differences just controlling for years and spatial dummies). In the second, we
calculate it conditional on a number of variables which are likely to influence the labour supply: level of schooling, potential experience, marital status and number of children below and above 18 years old. We focus, in particular, on the differences between the NMS group with two nationalities which displayed the lowest activity and employment rates:
Arab/Muslim and other Asia. Whenever the reservation wages for those groups are higher, the observed low labour market participation is likely to be voluntary: the value Arab/Muslim and other Asian women attach to their time spent at home is so high that they remain un-attracted by the Lombardy labour market. Conversely, whenever their reservation wage is comparable to that of our reference group, the low participation rate is involuntarily.
We further check the robustness of these estimates by facing a possible bias due to different incentives to work according to the immigrant's modality of entry in the host country and the legal status.
The first check relates to the fact that whenever an immigrant enters a country by using a visa based on kinship her shadow price for the market wage could be higher, since she could rely on the financial support of a blood relative during her search spell. Whenever this entry mode systematically varies across ethnicities, this may impact on the inter-ethnical comparison of reservation wages. We check this issue by restricting the analysis to those 7 Expected wages are computed also for unemployed and inactive individuals. 
Results
Baseline sample
The first part of this section is devoted to the results of the baseline sample. This group is constituted by all the regular women in working age interviewed in the waves 2001-2005. 3] ). As expected, schooling positively affects the probability to be active and to be employed in the labour market. Moreover, potential experience increases the probability to offer work in the labour market and the years spent in Italy increases the likelihood to be employed, since the knowledge of local labour market mechanisms is likely to increase with the years since migration. Religion dummies have all the expected sign, while the number of children below (above) 18 years old reasonably rise (decrease) with the probability to be active. Correlation among error terms (rho) is quite high. In the second step, we estimate a classical wage equation for all working individuals and we take into account 
Differentiated effects across educational levels
We further split the reservation wages across four classes of education (no education, Even sample splits across schooling confirm the idea that low activity rates for certain groups may actually be involuntarily, since reservation wages for the Arab and Muslim and Other Asia groups is never higher than the estimate for the NMS in a statistically significant way, except for the primary school for the Arabs, which is significant at 10 per cent.
Robustness
So far we have obtained two clear results. First, subjective evaluation of the time spent at home greatly varies across nationalities; second, the low employment/activity rates registered for certain groups does not depend on a voluntarily decision since reservation wages for ethnicities with a low labour supply is actually lower than the one of our reference group.
As explained in the previous section, a possible explanation for this phenomenon may be linked to the modality of entry in the host country or to the legal status. To investigate this issue, we perform two robustness checks by restricting the analysis to (i) the women who benefited from a visa based on kinship and (ii) undocumented immigrants.
Results for the first check are shown in table 7. Panel (a) report the shares of active and working population among those who received a visa based on kinship: activity and employment rates are even smaller than before, but inter-ethnical differences seem to be still at work. Panel (b) reports the percentage differences in the reservation wages between each group and the NMS cluster. Once again, the F-test is still significant while reservation wages for immigrants from Arab or Muslim countries or from Other Asia is not significantly larger than the one for the NMS group.
A similar result is displayed in table 8 for the irregular aliens. Panel (a) reports activity and employment rates for the undocumented foreigners and it shows that incentives to work are particularly strong for the irregulars. Activity rate averages around the 90 per cent, while the employment rate is much smaller (64 per cent). Still inter-ethnical differences are at place, especially in the employment rates, while the share of active women coming from an Arab or Muslim country is 8 percentage points lower than the figure for the NMS group.
Panel (b) reports the estimates for the reservation wages: once again, ethnic groups displaying a low activity rate do not report larger values than the one estimated for the NMS women. Moreover, the F-test shows a strong significance thus confirming the existence of strong differences in the time spent at home by immigrant women in Italy.
Concluding remarks
Activity and employment rates for immigrant women in Italy display a great variability across ethnic groups. These differences do not solely depend on the individual characteristics, but they remain significant even after conditioning for skill level or potential experience. The aim of this paper is to assess whether this fact is due to a voluntarily decision (i.e. large reservation wages) or to an involuntarily process (i.e. immigrants' reservation wage is not particularly large, but the labour market evaluation of their skills is low), by estimating the reservation wages for each working and not working individuals in the ISMU dataset.
Our results are quite clear: there exists a certain heterogeneity in the reservation wages across ethnicities, but the low activity and employment rates for certain national groups do not depend on a voluntarily decision. This result is quite robust to a number of sample selection and specification tests. In particular, low participation rates do not depend on the modality of entry in the host country (visa based on kinship) or on the legal status within the host country. The evidence is confirmed by the wage differentials for the working population, which is not larger for the groups with the lowest share of working individuals. Notes. Activity and employment rates computed on self declaring working status. Averages weighted according to the sample design. The left-hand side variable is the log of computed reservation wages. White-robust standard errors are in brackets. Stars show significance levels, *** up to 1 per cent, ** between 1 per cent and 5 per cent, * between 5 per cent and 10 per cent. Conditional means include controls for schooling, potential experience, marriage, number of children below and above 18 years old. F-test tests the hypothesis of that area of origin dummies are all equal to zero. Every regression is weighted according to the sample design. In this section, we present a simple robustness check in which we estimate interethnical differences in wages for workers only. According to the neoclassical theory, we should expect that if low activity rates by certain groups were due to large reservation wages, working individuals belonging to those ethnicities should receive high wages which compensate the high value of the time spent at home. We check this feature by regressing the log of the net monthly wage on: schooling, potential experience (and its squared), years since migration (and its squared) and marriage, spatial, time and working conditions dummies.
Results (displayed in Table A1 ) show that ethnicities characterized by low activity rates (Arab and Other Asia) do not receive a wage premium on the labour market compared to the NMS cluster; this support our finding that their low share of working individuals is due to a weak labour demand rather than an insufficient supply. The left-hand side variable is the log of actual wages. White-robust standard errors are in brackets. Stars show significance levels, *** up to 1 per cent, ** between 1 per cent and 5 per cent, * between 5 per cent and 10 per cent. Regression controls for time, spatial (local labour systems) dummies, schooling, potential experience, years since migration, marriage and working conditions The regression is weighted according to the sample design.
